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NW Energy Coalition

Additional Comments on BPA's Proposed Conservation Program
Seve Weiss - January 20, 2005

The NW Energy Coalition (NWEC) supports the great majority of the
Conservation Workgroup's proposals regarding program design. We commend
BPA staff and the Workgroup for their effort and productive work. However, a
number of important issues are still unresolved -- and their resolution is necessary
for BPA to meet its conservation goals.

1. Bonnevilleisalready behind. The Council's targets start now; BPA's
increased budgets won't kick in until October, 2006. The differenceis about
30 aMWs. Bonneville'starget of 56 aMWs per year must be adjusted upward
to make up the shortfall over areasonable number of years.

2. BPA'starget doesn't cover all theload of its partial requirements
customers. The entire load growth of partial requirements customersisa
BPA obligation even if their entire loads are not. We note that the Council's
Plan agrees with thisinterpretation. To comply with the Plan, BPA's target
should be adjusted to reflect its proper share of the region’'s conservation goal.

3. Bonneville's proposed budget istoo small to do thejob. NWEC believes
the small size of the proposed budget threatens the ability of BPA to meet its
target goal. In addition to signing on to the letter from state agencies and
utilities, we make these additional points:

e Bonneville's concern with rate increases is incorrect on two accounts.
First, BPA should focus on end-users bills, not their rates. Conservation
can possibly have arate impact, due to lost revenues to a utility, but
consumers bills still decrease overall. Second, increased conservation, in
Bonneville's case, is unlikely to increaserates at all. The cost of
conservation (levelized) to BPA isaround 2 cents/kwh, and the lost
revenue at the PF rate isaround 2.5 cents/kwh. Together, these costs are
less than the market value of the power being conserved. Bonneville and
its customers should see little rate effect from increased conservation
acquisition.

e The Workgroup's program design includes areal incentive for utilitiesto
get the savings at the least cost. Therefore if they can do the job for less,



they will. Thereisno additional cost-saving benefit to an overly tight budget.

4. Thedecrement issueisimportant, critically interlinked to the budget discussion, but unresolved.
If utilities are decremented for their conservation efforts, their avoided cost isthe PF. If not, their
avoided cost is market. This makes a huge difference in their incentive and cost calculations. If
utilities are not decremented, for example, BPA's budget can be smaller since utilities will capture the
value of the conservation. Thisissue needsto be solved before budgets are set. It isunclear to us
where and when thisissue is being dealt with.

Secondly, the decrement issue needs to be discussed consistently with the budget issue. If BPA is
going to decrement, then it should consider as a credit in its rate-making process the additional
secondary revenues (or avoided purchases) created by the conservation. This credit should also be
used in its budget debate over the conservation budget. Without including these revenues, the budget
impacts of conservation are over-stated. If, on the other hand, BPA does not wish to consider the
additional revenuesin its budget and rate discussions, then it should not be insistent on decrementing
its utilities for their conservation achievements. It isincumbent upon Bonnevilleto at least be
consistent in its consideration of these issues. So far it has not done so.

NWEC thanks you for this opportunity to comment. We appreciate the efforts of everyonein this
process and will continue to be actively engaged.
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